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Assistance Corporation to the extent 
permitted by section 6.26(c)(5)(G) of the 
Act and § 615.5210(d); and 

(7) Financial assistance provided by 
the Farm Credit System Insurance Cor-
poration that the Farm Credit Admin-
istration determines appropriate to be 
considered permanent capital. 

(8) Any other debt or equity instru-
ments or other accounts the FCA has 
determined are appropriate to be con-
sidered permanent capital. The FCA 
may permit one or more institutions to 
include all or a portion of such instru-
ment, entry, or account as permanent 
capital, permanently or on a tem-
porary basis, for purposes of this part. 

(m) Qualifying bilateral netting con-
tract means a bilateral netting contract 
that meets at least the following condi-
tions: 

(1) The contract is in writing; 
(2) The contract is not subject to a 

walkaway clause, defined as a provi-
sion that permits a non-defaulting 
counterparty to make lower payments 
than it would make otherwise under 
the contract, or no payment at all, to 
a defaulter or to the estate of a de-
faulter, even if the defaulter or the es-
tate of the defaulter is a net creditor 
under the contract; 

(3) The contract creates a single obli-
gation either to pay or to receive the 
net amount of the sum of positive and 
negative mark-to-market values for all 
derivative contracts subject to the 
qualifying bilateral netting contract; 

(4) The institution receives a legal 
opinion that represents, to a high de-
gree of certainty, that in the event of 
legal challenge the relevant court and 
administrative authorities would find 
the institution’s exposure to be the net 
amount; 

(5) The institution establishes a pro-
cedure to monitor relevant law and to 
ensure that the contracts continue to 
satisfy the requirements of this sec-
tion; and 

(6) The institution maintains in its 
files adequate documentation to sup-
port the netting of a derivatives con-
tract. 

(n) Risk-adjusted asset base means the 
total dollar amount of the institution’s 
assets adjusted in accordance with 
§ 615.5210 (d) and (e) and weighted on 

the basis of risk in accordance with 
§ 615.5210(f). 

(o) Standby letter of credit means any 
letter of credit or similar arrangement 
that represents an irrevocable obliga-
tion to the beneficiary on the part of 
the issuer: 

(1) To repay money borrowed by or 
advanced to or for the account of the 
account party; or 

(2) To make payment on account of 
any indebtedness undertaken by the 
account party, in the event the ac-
count party fails to fulfill its obliga-
tion to the beneficiary. 

(p) Stock means stock and participa-
tion certificates. 

(q) Total capital means assets minus 
liabilities, valued in accordance with 
generally accepted accounting prin-
ciples (GAAP), except that liabilities 
shall not include obligations to retire 
stock protected under section 4.9A of 
the Act. 

[53 FR 39247, Oct. 6, 1988, as amended at 56 FR 
2675, Jan. 24, 1991; 59 FR 37404, July 22, 1994; 
62 FR 4446, Jan. 30, 1997; 63 FR 39225, July 22, 
1998; 68 FR 18534, Apr. 16, 2003]

§ 615.5205 Minimum permanent capital 
standards. 

Each institution shall at all times 
maintain permanent capital at a level 
of at least 7 percent of its risk-adjusted 
asset base. 

[62 FR 4446, Jan. 30, 1997]

§ 615.5210 Computation of the perma-
nent capital ratio. 

(a) The institution’s permanent cap-
ital ratio shall be determined on the 
basis of the financial statements of the 
institution prepared in accordance 
with generally accepted accounting 
principles except that the obligations 
of the Farm Credit System Financial 
Assistance Corporation issued to repay 
banks in connection with the capital 
preservation and loss-sharing agree-
ments described in section 6.9(e)(1) of 
the Act shall not be considered obliga-
tions of any institution subject to this 
regulation prior to their maturity. 

(b) The institution’s asset base and 
permanent capital shall be computed 
using average daily balances for the 
most recent 3 months. 
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